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INFLATION 


I n these times a banker’s thoughts cannot avoid circling around the problem 
of the maintenance of the monetary value and the fighting of the inflation. 
Next to the Bank of Finland, which is more closely affected by this ques- 
tion, are the banks — both commercial and savings — entrusted by the 
public to administer the bulk of the country’s money. 

Beside the technical management of monetary matters the foremost 
task of the banks is the colletion of the nation’s savings and placing same 
at the disposal of production and other economical activities. In older and 
more wealthy countries the owners of enterprises very often possess own 
funds for investments and the co-operation of the banks is as a rule limited 
to the supply of current assets. In our poor country the financing could, 
however, be arranged in this manner in exceptional cases only and then 
principally within the industry. On the whole, it can be said that the rather 
unique development of our economic life, which in part took place prior 
to the first world war and partly during the period between the wars, has 
only been possible by hundreds of thousands of savers putting their savings 
at the disposal of the banks for general use. 

The banks have tried to contribute towards the development in this 
direction by making thrift propaganda, by organizing their customer service 
as practically as possible and by endeavouring to arouse confidence in and 
sympathy for their activity. In this manner they have increased the desire 
of the different classes of the public to limit their consumption and make 
savings for the future. This was often coupled with direct self-denial and 
ptivation. No less than 3,500,000 deposit accounts and a savings capital 
of 39 milliard marks are a result of this. In thrift propaganda one has partly 
stressed the national economic importance of money not being consumed 
or secreted at home but being placed at the disposal of the community, and 
partly the private economic advantage of the individual of having his future 
secuted. The first aim has been realized. The present level of our agriculture 
and industry, the whole of our material prosperity, could not have been 
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attained without the thriftiness of our people. Unfortunately, one has not 
been able to fulfil the other purpose of saving, and the one that for an 
individual has, as a rule, been the direct motive for his action, i.e. his own 
advantage. We can daily observe the most shocking cases when the result 
of a work of a lifetime is lost through the inflation. We fully realize the 
bitterness felt by our depositors when they think of the disaster that has 
befallen them. 

However, the banks are not to blame for this. It is obvious that mistakes 
could not be avoided, but the banks have endeavoured to administer the 
means entrusted to them according to sound national economic principles 
and, in accordance with the instructions of the authorities, they have during 
the last years put the major part of their assets at the disposal of the State. 
At the end of last year our commercial banks have lent to the public 48.2% 
and to the State 51.8°% of the means at their disposal for this purpose. 

We try to understand the good intentions of thoses circles who, by means 
of general increases of wages and adjustments in favour of the lowest paid, 
wish to improve their position, but we regret that the way taken does not 
lead to the desired goal. As experience shows, prices rise rapidly to nearly 
the same extent as wages and in the course of time the result is only a loss 
to the circles that were to be helped and a profit to those who by means of 
prompt speculations can make use of the situation. As known, the final 
result is a strain on the monetary capital and a favouring of the real capital, 
especially the mortgaged part of it. 

; The purchasing power of the Finnish mark has considerably diminished 
Purchasing power ‘ ‘ . . —— 
of the mark de-and what is worse this decrease is still continuing at a forced pace. The 
creases rapidly. , — ‘ 
index for cost of living increased from 197 to 203 (level year before the 
wart = 100), or 3.0%, during the whole of 1944, but during June this year 
it rose from 210 to 243 and during July to 281. The price increase for 
these two months totalled 33.89%. Wholesale prices rose by 7.9% during 
the whole of 1944 and by 21.0% during June and July this year. The 
price index of industrial shares, which was still 258 in February last, advanced 
during July to 876 (1935 =100). Nota day passes without the public learning 
about increased wages and prices and wide circles nurse the fear that this 
development will lead to the total collapse of our currency. This again 
a gives rise to a psychosis that is of very grave consequence to the whole 
storing of goods community and which partly shows itself in increased speculation and sto- 


are on the in- 


crease. Unem- ring of goods and partly in a diminished desire for work and less interest 
ployment decreas- 


es. Production is in the maintenance of production in agriculture as well as in industry. 
A considerable part of our production being reserved for war reparations 
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there remains so little of it for our own consumption and for exchange 
with foreign goods that, should not an improvement soon occur, our al- 
ready greatly reduced standard of living must be still further reduced — 
even though everyone of us had his pockets bursting with banknotes. At 
the same time we can observe that the thrift activity, which has been very 
lively, has of late shown signs of stagnation in spite of higher wages and 
increased circulation of banknotes, which ought to be a reason for incre- 
ased deposits. The community thus plainly shows symptoms of sickness. 
A further sidelight on the present situation is to be gathered from the fact 
that there is a greatly increased demand for credit, principally caused by, poner 
higher costs, in spite of a larger circulatton of banknotes and a low rate demand in, com- 
of production. The credits of commercial banks alone have increased by 
3,745 mill. marks during January—July this year. During the last months the 
legitimate needs of economic life could only be satisfied by decreasing credits 
to the State. We are now gradually approaching the point when the choice 
lies between refusing to satisfy even desirable credit claims and the pos- 
sibility of satisfying same by increasing the credit granting of the State bank. 
In a freely working community the first alternative would already promote 
the stabilization of the money value and the restoration of the lack of balance 
existing between the value of different goods and services, which is one of 
the principal weaknesses of the present situation. However, the latter alter- 
native seems to be the only possible one in our present situation, at least 
in its main features. 
This means that the road to economic health in our case apparently, or 
at least to a limited extent, will not pass through a crisis where the lack of 
money forces the owners of enterprises to thriftiness and to realize property, 
which in turn lower prices and consequently increase money values. Because 
this expedient, which by itself would be insufficient to remove inflation, 
cannot be utilized, except to a very limited extent, other means of stopping 
the continual deterioration of money must be investigated. 
Good and bad times alternate in all countries. The year’s crop, the for- 
eign trade connections, the development of prices in different parts of the 
world, not to mention war and peace, hinder a steady development. This joostion is a re- 
tests the economic skill of the Government. Experience shows that in cases ™"* “a 
where the result has been a paralyzing crisis for the country as well as in 
those where an inflation sets in as a result thereof, the reason for it is not 
only caused by the existing difficulties but even by a wrong policy. Con- 
sequently, it is clear that the inflation occurring in our country during the 
first world war was caused by our neglect to call in, either by the aid of 
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loans or taxes, the means that the Russian fortification workers and the Army 
orders distributed in our country. In Norway as well as in Denmark, but 
especially in the latter country, a foreign nation also caused during the 
second world war an enormous increase of the purchasing power by giving 
work and making purchases. However, thanks to a purposeful economic 
policy a satisfactory result was attained. The great German inflation occur- 
ring after 1918 was, just as Germany’s war financing during the first world 
war, the result of great difficulties coupled with a faul y management. 

Of course there are cases, as in Germany at present, where an entire 
state collapses, when an utter destruction of the existing monetary system 
obviously cannot be prevented. Likewise, for a community as a whole, a 
limited deterioration of money can be at times not only the easiest but also 
the most advantageous expedient out of a difficult situation. It is only a 
little more than a decade ago since USA, by raising the price of gold and the 
rate of exchange and also through other means, purposely tried to bring 
about a general increase in prices in order to stimulate business. It is, how- 
ever, absolutely obvious that what Finland mostly needs at present is not 
a stimulation by means of increased wages and prices but a stabilization of 
the money value. The experience of the last few weeks has shown that this 
is a necessary condition, so that the worker shows an interest in his work 
and the manufacturer in his production. 

It is no easy task to check the inflation in Finland when it has already 
proceeded so far. However, its causes and effects are so unravelled in theory, 
and we have had in different countries so large an experience in this sphere 
during the last decades, that certainly no unsurmountable difficulty would 
be encountered in the drawing up of a programme for the checking of the 
inflation. First of all, it must be settled that increases of wages, exceeding 
the State Council’s resolution of June 19th 1945, shall not occur. A reason- 
able balance should thereafter be arranged between the prices of different 
goods and services. The first condition is thus a purposeful price and wage 
policy. Should the Government require means of enforcement for this 
purpose, it is to be assumed that the Diet will give the right of using same. 
Should the Diet reject such a proposition then it takes upon itself the respon- 
sibility for the collapse of the Finnish mark. The second condition is that 
a balance be attained in the State budget We cannot continue to increase 
by some further milliards, contrary to the advice of all experts, the already 
existing deficit in the Treasury in order to grant support premiums and to 
meet other expenditure that can be avoided. And thirdly, certain obviously 
radical measures, having a direct production-promoting effect, must be taken. 
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Difficulties of fulfilling such a programme lie in the sphere of politics. 
Our politicians have had the pleasant task of holding out expectations 
of an increase of the real wages and of consenting to increases of wages, 
the one after another, and especially if demands for such were connected 
with a threat of a strike, at the same time as the price level was increased 
with the purpose of supporting agriculture and production. It was desired 
to make the impression that gifts were dealt out with both hands while in 
fact one hand gave while the other took. At present, no one can argue 
that this was a successful policy and for this reason one must use the help 
of experts. If one has no confidence in local ones let some foreign experts 
be called in to solve the problem. On the basis of such an authoritative report 
the realization of a rational economic plan should be even politically possible. 


R. v. FIEANDT. 
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A GLANCE AT THE SECOND QUARTER 


Ske economic development during the second quarter of the year has 
not in every respect shown the favourable course that could have been 
expected of it. 

The import trade has been temporarily more limited than usual and con- 
fined to the Soviet Union and Sweden. It is also to be noted that the pos- 
sibilities offered to our import trade by the trade agreements in force with 
these countries have been already earlier utilized to a great extent. Due to 

aapert difficulties this, the difficulties of the public supply have been obvious and especially 

. dt aa production has been arrested through the lack of a number of important 

situation. ~~ requisites. —- Several new trade agreements, lately entered into, have how- 
ever created a better situation for our import trade. 

Already in the foregoing survey it was stressed that it had become more 

Inflation has be. 224 more difficult to maintain the price stop at the same time as the demand 

a for an increase of wages became still more perceptible. The abstinence 
maintained in this respect finally broke down towards the end of the quarter 
and we have rapidly gone in for wage and price increases. This has had an 
unfavourable effect on economic life. One has begun to lose confidence 
in the maintenance of the money value and this has had a detrimental effect 
on the formation of capital and the working intensity as well as upon pro- 
duction. 


INDUSTRY. The reorganization of the production apparatus has con- 
tinued with an eye to the claims of the war reparations, of the reconstruc- 
tion work and the reversion to peace-time management. The production 
capacity has definitely risen and statistics show that the employment degree 
in industry has been fully satisfactory. Nevertheless, the volume of produc- 
tion has not developed to the extent that one had reason to expect. The 

There has been a ; : : 
satisfactory one volume for the whole industry, which had been calculated as being after the 


ployment a , 
in industry, = Armistice, during the last quarter of 1944, about 56% of the »normal yeam 


volume of 


duction has not (1935) level and about 63% of the corresponding level during the first quarter 


increased due to . 
lack of raw ma- of the present year, has not, as could be expected, continued to increase but, 


terials and reduc 

o dilennt eon the contrary, has somewhat decreased, to 62% of the 1935 level. This 
is partly caused by the more and more perceptible lack of foreign raw ma- 
terials, felt by a number of industries, and partly by a decrease of the working 
intensity that has become apparent in many quarters. ‘Unfortunately, this 
reduction in the working intensity seems to have become more common 


of late. 
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The development of the industrial production is shown in the following 
table. 


Volume of in- 
dustrial produc- 


Index for industrial production; level in 1935 = 100 tion, which during 

Quarter Value of home market industry Volume of exporting industry pe agp 
1939 1941 1942 1943 1944 1945 1939 1941 1942 1943 1944 1945 amounted to 56% 

of the »mormal 

I 16r 212 203 233 266 234 114 45 37 49 48 40 level (1935) & 

II 157 172 192 204 211 226 102 46 «639)=— 50S 49_—Ss 48 imereased to 63% 

Ill 163 176 189 119 233 98 30 47 445 32 — ae quar- 

r 0 current 

IV 149 173 183 200 20§ 56 33 4404834 year, remained at 
I—IV 138 182 189 208 225 93 39 43 48 40 — Sa oe 


The index figue for the production value of the home market industry 
has remained high, but when judging it it should be observed that the average, sion wok 
price level of industrial goods has advanced during the quarter by nearlyume of jan 
10% on an average. The volume of production itself, which was for the ~~ 
whole home market industry, during the first quarter of this year, 80% of 
the normal level (1935), dropped to 72% for the second quarter, which is 
less than even that of the corresponding quarter of 1944 when the volume 


of production of the home market industry was calculated to be 76%. 


Value index for home market industry; level in 1935 = 100 


Quarter Metal goods, Textile Foodstuffs Building 
machinery goods and luxuries materials 


1942 1943 19441945 19421943 19441945 1942 1945 19441945 19421943 1944 1945 Production has 
I 230 284 372 274 135 187 248 240 265 277 257 226 154 195 216 272 Creased in metal 


II 253 319 295 380 106 157 I91 211 223 192 203 150 142 150 175 237 & engineeringin- 


III 258 274 339 85 139 161 263 216 219 161 152 146 oe oe 
IV 322 307 323 134 202 200 200 199 199 166 224 230 és tote te: 
I-IV 268 297 330 113 169 197 241 219 219 134 178 186 eS 


other home market 


The majority of the principal trades of the home market industry show industries. 
reduced production figures for the second quarter. The foremost exceptions 
are the metal and engineering industries, which have considerably expanded 
their production because of the reparation deliveries, as well as the footwear 
industry that could increase its production value to some extent. 


Volume index for exporting industry; level in 1935 = 100 


Quarter Sawn timber Paper and pulp products Plywood 


I94T 1942 1943 1944 1945 1941 1942 1943 1944 1945 1941 1942 1943 1944 1945 Production vol- 
ume OF ex! 
I 4t 33: «4t «39: «37° 4738 «55 «52 38 «= 60. $0 54 «$9 «46 Shdustry showed 


II 44 35 47 46 51 47 40 47 48 44 50 46 §5 $2 33 am approx. 20% 


III 28 51 48 36 30 «43 36 26 45 44 55 44 increase — last 
IV 28 45 45 33 35 41 45 29 43 51 65 44 — 
I—IV 36 40 45 39 40 42 47 37 49 48 §7 f0 


The sawing of timber is estimated at having increased from abt. 130,000 
stds. during the preceding quarter to close on 170,000 stds, which, however, 
only represents half of the production during the corresponding period of 
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Abt. 300,000 stds th€ »normal year». The plywood industry has been troubled by a lack of 

pre gy Bs glue substances and production was reduced from 21,000 m® during the 

the first half-year. first quarter to about 15,000 during the second, exports dropped at the 
same time from 16,000 to 13,000 mi. 

On the other hand the output of paper and pulp products has become 

slightly larger. The output of chemical pulp increased from 110,000 to 116,000 

while exports decreased from 41,000 to 39,000 tons. The production of me- 

Abt. 225,000 tons Canical pulp for sale increased from 8,000 to 22,000 tons at the same time 


of chemical pul i i 
oe ngmical Pop as the corresponding export figures were 1,000 and 10,000 tons. As regards 


pa te gg hr paper the output increased from 52,000 to 58,000 tons while exports were 
first half-year. reduced from 31,000 to 23,000 tons. 

Building operations. ‘They are still exceedingly limited, a natural conse- 
quence of the shortage of a number of necessary raw materials. There is, 
however, a very big demand for buildings and, as shown in the below- 
mentioned figures, referring to approved plans of new buildings, a large 
increase in building operations is now being planned. It is calculated that 
a total amount of abt. 550 million marks was required at the end of the half- 
year for completing buildings under erection in Helsinki. 


Index of building operations in Helsinki; 
level in 1935 = 100 


Expansion of Quarter Plans approved 


building oper- Buildings inspected 


ations expected. Total cubic contents Total cubic contents 
1939 1941 1942 1943 1944 1945 1939 1941 1942 1943 1944 1945 
I 124 140 73 10 10 65 200 179 67 30 192 21 
II 289 120 48 88 35 192 458 190 211 61 31 II 

Ill 334 38 7 35 3 74 cu as ®& 

IV 38 «614~—O16 8 44 103 40 102. 21 > 

I—IV aoo...d2 27 27 at 138 60 64 28 4qI 





Productionvalueindex for home market industry; 
level in 1935 = 100 






































Seat. . — a Goods for consumption All goods 
1942 |1943 |1944 | 1945 [11942 |1943 |1944 |1945 1/1942 | 1943 |1944 | 1945 
January 152] 177| 230] 210]] 230] 233] 258] 233]| 192] 204] 244] 221 
February 221] 270] 301| 258|} 211| 250| 261] 269]| 216] 257] 288] 264 
March 229| 246] 271] 238]| 190] 231] 240] 206]|.201] 237] 265] 220 
April 189| 222] 230] 241]| 149] 190] 191| 203]| 169] 203] 211] 220 
May 194] 230] 239] 239]] 164] 189] 205 | 205 || 176| 208] 222! 220 
June 205| 211] 229] 254]] 201] 195| 187| 216]] 203] 201| 199] 239 
July 239] 244| 211 193| 203] 220 217| 226] 239 
August 175| 220] 228 144] 181] 237 159] 194] 235 
September 198| 213] 215 195| 160] 192 196] 184] 199 
October 172| 215] 193 161| 154] 197 166] 179] 195 
November 197] 224] 240 184] 181] 221 190] 205] 201 
December 175| 245] 220 220| 199| 222 196| 221] 221 
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Index of total cement consumption in Finland; level in 1935 = 100 


Quarter 1937 1938 1939 1940 I941 1942 1943 1944 1945 
I 159 154 233 64 280 8r 103 109 165 
II 2730 X7tS 287 7I 154 100 71 59 ©6087 
iil 14I 172 216 109 45 98 77 51 
IV 231 199 127 231 44 ‘I01 88 85 
I—IV 17l 4697S =6207'-— tIW_—s«*sat0gsd* 86 71 


FOREIGN TRADE. Trade with other countries has still been very 
limited. Its total monetary value certainly increased from abt. 2,000 mill... soi monet- 
marks during the first quarter of the year to abt. 2,300 millions, but the in-*ry value of for- 


eign trade has 


crease is directly caused by the advances in prices. The volume of the trade somewhatincreas- 
ed butits volume 


for the last quarter was only approx. 15% of that for the corresponding pA poy Bogert 
period before the war. — However, it seems that one can expect an increase the mormal year 
in the turnover as new agreements have been entered into during the sum- 
mer with Denmark, Great Britain, the Soviet Union and Sweden. A partly 
considerable expansion of trade with these countries is made possible by 
these agreements. 
Imports. The total value of imports, which was abt. 1,060 mill. marks 
during the first quarter, increased to abt. 1,140 millions during the second. 
The major part of the imports have still consisted of raw materials and pro- 
visions, while the import of other finished articles of consumption and 
machinery has been appreciably reduced. The following table, showing the , terials & 


c.i.f. value of imports in million marks, gives a good illustration of the altered Provisions | have 


composition of our imports. Quarter I Quarter II p Reg ny bs 
1944 1945 1944 1945 of other articles 
Raw materials & semi-manufactures 920 415 1044 616 a Ga 
Foodstuffs & luxuries 817 461 472 376 been greatly cur- 
Other articles of consumption 591 54 541 71 tailed. 
Machinery & means of transport s27 0 a8 549 81 





Production volume index for exporting industry; 
level in 1935 = 100 




































































: Products of r and 
Meet Sawn timber or tedtomries All goods 
1942 |1943 |r944 | 1945 ||1942 |1943 |r944 | 1945 [l1942 |1943 |1944 |1945 
January 31 | 39] 38 | 37 |] 42] 55 | 50] 39 || 38] 48] 47 | 40 
February 33 | 41 | 37 | 36 || 37] 55 | 52] 36 |] 36] 49 | 48 | 38 
March 34] 43 | 43 | 38 |] 37] 56] 54] 39 |] 37] 50] 52] 40 
April 34] 58 | 57] 49 || 39 | 49] 49] 40 |] 38 | 54] 53] 44 
May 341 45] 45] 51 I] 371] 53 | 53 | 43 || 37 | 52] St] 47 
June 37 | 38 | 35 | 52 || 44| 36 | 39] 48 |] 43 | 40 | 40] 50 
July 46 | 42] 31 46 | 36 | 28 46 | 42 | 31 
August 56 | 52] 37 44| 35 | 28 49 | 45 | 33 
September 55 | 52 | 41 41 | 39 | 23 47 | 48 | 32 
October 58 | 56] 40 39 | 41 | 20 48 | 50 | 32 
November 41 | 47 | 31 42 | 46 | 28 43 | 49 | 32 
December 40 | 36 | 30 41 | 48 | 39 42 | 46 | 38 
49 
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Production value index for home market industry; 
level in 1935 = 100 











Production volume index forexporting industry; 
level in 1935 = 100 
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Total deposits of commercial banks per 31st December 
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The diagram indi- 
cates the amount 
of capital requir- 
ed at various 
dates for complet- 
ing buildings 
begun in Helsinki. 
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Exports — after 
deduction of re- 
paration deliveries 
— had a value of 
245 mill. against 
74 mill. marks 
during first quar- 
ter. 


The diagram il- 
lustrates the 
course of the 
balance of trade 
in 12-month aver- 
ages. The line of 
dashes refers to 
exports, the con- 
tinuous line to 
imports, the spar- 
sely shaded sur- 
face to the surplus 
of exports, the 
shaded one to the 
surplus of imports, 
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Imports during the last quarter were subdivided as follows: metals and 
metal goods 303 mill. marks (142 mill. preceding quarter), grain 247 (280) 
mill. marks, other foodstuffs and luxuries 129 (181) mill. marks, chemical 
taw materials and products 120 (97) mill. marks, but mineral fuel only 11 
(120) million marks. 


Of the imports during the last quarter 84% came from Sweden, 11% 
from the Soviet Union and only 5% from other countries (customs clear- 
ance of goods imported earlier). 


Exports. The total value of exports increased from abt. 930 mill. 
marks during the first quarter to abt. 1,290 million during the second. How- 
ever, of the last-mentioned sum war reparation products represent no less 
than 1,045 mill. marks. Exports of timber rose from 259 million marks during 
the first quarter to 413 million during the second, while at the same time those 
of paper, cardboard and articles thereof decreased from 286 to 276 million. 
The exports of chemical and mechanical pulp increased from 218 to 225 
million and those of metal and metal goods from 63 to 297 million marks. 

Of the total exports during the last quarter 88°%% went to the Soviet 


Union and 11% to Sweden. With the exception of 19% all exports referred 
to war reparations. 
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During the last quarter foreign trade was somewhat more favourable in 
: E The trade balance 
regard to the balance than during the first quarter of the year for — after shows . a 
; ; os A surplus of expo 
deduction of the reparation deliveries — the surplus of imports for the due oo eageuntien 
a ai 5 i veries. 
quarter stopped at abt. 900 mill. marks against abt. 990 million for the first 


quarter of the year. 


THE MONEY MARKET. The abundance of cash, that has so long 
characterized the money market of Finland, has not made itself any more Gee 
felt during the last months. Thus, the advance in deposits has not corres- 
ponded to the increased demand for cash, which arose through new invest- 
ments, especially in connection with the expansion of the war reparation 
industry, but first and foremost because of the increased demand of business 
for running means, caused by the wage and price increases. 

The deposits of the public in the financial institutions have, however, 


° . ° ° ° : Deposits of the 
further increased in a noticeable degree. Thus, deposits increased during sollte te desade 


the last quarter by altogether abt. 2,900 mill. marks to abt. 49,100 million ‘eased by abt. 
while the increase during the corresponding period of the preceding year” ™" ™™** 
was slightly less. Deposits increased during the quarter by abt. 2,300 mill. 
marks to about 38,900 million, current accounts by abt. 600 million to abt. 


10,200 mill. marks. 








The diagram il- 
lustrates deposits 
and credits of the 
commercial banks, 
The line of dashes 
refers to total 
credits, the con- 
tinuous line to 
’ ‘ total deposits, the 
ads Se eee sparsely shaded 

: pee surface to surplus 
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By adding to the public’s deposits on the deposit and current accounts 
in the commercial banks their debts to other home credit institutions, an 
increase of not more than 1,160 mill. marks is obtained for the quarter in 

~ the deposits of the commercial banks. Their home credits increased at the 
e deposit sur- 3 : ‘ oes 
se ag com- same time, mainly in the form of loans, by abt. 1,490 million wherefore the 
reduced to 9,170 deposit surplus of the commercial banks was reduced during the quarter 
mill., their bond 
holdings to 9,330 by abt. 330 mill. to abt. 9,170 mill. marks. The total bond holdings of the 
mill. marks. : a : oe 
commercial banks diminished during the quarter by abt. 510 million to abt. 
9,330 million, while the cashes increased by 430 mill. to 2,480 million marks. 


The foreign balance of payments was still weak. At the commencement 
of the. quarter the total foreign assets of the Bank of Finland and of the com- 
mercial banks amounted to abt. 990 mill. marks. By the end of the quarter 
the amount had been reduced to 930 million. The balances of the Bank of 
Finland had diminished to abt. 360 mill. marks (from 370 mill.), its debts, 

The foreign bal- 
ance of payments principally on the clearing account, to abt. 1,100 mill., while the net foreign 
debt of the commercial banks had increased to abt. 190 mill. marks. 

The banknote circulation further increased during the quarter by abt. 
825 mill. to abt. 16,970 mill. marks. — State bonds were sold during the 
quarter for abt. 1,050 mill. marks. 


PRICES. The price levels of wholesale prices as well as of the cost of 
living have risen ever since the outbreak of the War in the autumn of 1939. 
It can be said that the advance has been a continual one, but occurring at 
a comparatively reasonable pace, for the different price series 1—4% per 
month on an average. Since spring, the earlier existing price stop has been 





Index of home trade, prices of shares and cost of living; 
level in 1935 = 100 






































Home trade Prices of shares Cost of living 
Month 

1942 1943 |1944|1945 1942 |1943 |1944 |1945 |/1942 |1943 |1944 |1945 
January 143] 208| 220] 273|| 220] 256| 244] 218]| 168] 200| 217] 222 
February 178] 231| 251] 299|] 237| 255] 240| 215 ]] 169] 200] 217] 222 
March 165] 235| 241] 265 |] 267| 258| 249] 260]| 173] 201] 217] 223 
April 152] 212] 203| 246]| 262] 262] 255] 305 || 176] 202] 218] 225 
May 178| 218| 242] 305 |] 249] 268] 257] 351]] 178] 202] 218] 228 
June 204] 188] 182] 295]]| 259] 270] 245] 457]|| 179| 203] 218] 264 
July 205] 192| 164 254| 264] 239] 650]] 180] 204| 219 
August 175] 191] 201 258] 263] 256 193| 207| 220 
September 179| 211| 161 272| 250| 248 195| 213| 220 
October 167] 207] 168 271| 229| 235 195 | 214] 221 
November 180] 223] 196 252] 210| 202 196| 214| 221 
December 214| 267| 259 245] 219| 209 197| 215| 221 
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>) f D relinquished and prices have been allowed to rise very perceptibly. The follow- 
’ ing table gives us the price tendency of the last months. 


Index of advances in prices since the outbreak of the War; 
level August 1939 = 100 


Aug. 1939— April 194s5— July 1945 
Match 1945 June 1945 
(67 months) (three months) (one month) 


Wholesale home market prices 182 44 32 
thereof: import goods 268 6 7 
home industry products 172 41 33 

» agricultural » 137 104 37 

» forestry » 122 37 49 

Cost of living 97 37 37 


While the former very perceptible advance in the prices of imported goods 
has of late nearly ceased there has been a very perceptible rise in the prices 
of home market goods, especially of agricultural products. This, in its turn, 
affected the cost of living, which caused considerable wage increases with 
a consequent heavy burden for business and finances. 


CROP PROSPECTS. The last report of the Board of Agriculture, which 
covers the situation in the middle of July, characterizes them as being on 
the whole moderate or somewhat less. 

The hay crop, which in normal cases represents close on one-third of the 
monetary value of the annual crop, has given a moderate result. The hay 
has in general been of a very good quality and excellent weather prevailed 
during the gathering in of the harvest. In regard to quantity the hay was less 
satisfactory. Satisfactory prospects are also noted for the potato crop, which 





Commercial banks; 
figures showing the position at the end of each month in million marks 















































Deposits Surplus of deposits Cash 
Month 

1942 | 1943 | 1944 | 1945 1942 11943 | 1944 lx945 1942 |1943 |1944 |1945 
January = |{7 562] 8 912/11 101/13 407||3 680|5 767] 6 356)9 Goollr 471/1 329/1 796|1 542 
February ||7 707| 9 114/11 292/13 528]|4 232/5 904) 6 895|9 676\|1 598/1 335/1 857|1 407 
March 7 920] 9 393/11 689|13 755]14 173/6 621/ 8 O16/9 507] |1 581)/2 002/2 624/2 O50 
April 8 022] 9 641/11 980/13 784/14 068/6 260} 7 605/8 864)|1 413|1 785/2 109|/1 802 
May 8 103] 9 778|12 210/14 101||4 221/6 759] 8 091/8 8o7|[r 170|2 168/2 527\2 286 
June 8 307|/10 162/12 449/14 376)14 436|7 038] 8 903/9 171/|1 549|1 885/2 383/4 485 
July 8 374/10 357|12 612 4 486)6 350 8 908 I 320.1 451|2 120 
August 8 409|10 518/12 805 4 859|6 800] 9 870 I 756!1 920/2 663 
September |/8 448|10 622/12 866 5 37816 758|10 225 I 9851 784/2 596 
October [8 451/10 716|13 026 4806/6 858)10 443 I 275)1 984/2 714 
November ||/8 463]10 683/13 024 5 677/6 486/10 887 I 700;1 800]2 572 
December |/8 597|10 802/13 068 5 68116 694] 9 648 I 639/2 532|1 367 
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Considerable ad- 


The big price ad- 
vances have caus- 
ed perceptibly in- 
creased wage ex- 
penses for busin- 
ess, State and 
parishes. 


Crop prospects 
are on the whole 
moderate, for hay, 
potatoes and 
spring wheat satis- 
factory, for other 
cereals worse. 

















andéyy. 
ie 
one 
is also of so great an importance to our food supply. It is said that this 
year about 10% more land has been used for the cultivation of potatoes, 
wherefore a considerably larger crop is expected than in 1944. 
Prospects are less favourable in regard to grain. The lack of fertilizers — 
especially phosphates — and a slackening of the working intensity impair 


the prospects, wherefore not even a middling harvest is expected for the 
majority of the cereals. 


HOME TRADE. The strong expansion occurring in the home trade 
during the first months of this year has not continued. The total value of 
trade for the second quarter is estimated as being approximately as large as 
for the first, but the average level for wholesale prices has at the same time 
increased by nearly 10%. 


Index of commodity trade; level in 1935 = 100 


During second Quarter 1939 1940 1941 1942 1943 1944 1945 
r e home 
Sule sdlene wan I 146 115 197 162 226 239 280 
nearly 10% _ less II 150 148 178 176 206 210 281 
po ei Rag III 171 149 152 187 199 169 
abt. 15% larger IV 120 184 153 4«118§ 229 204 
ee” nea I-IV 146 ~=rys0 169 177 214 208 

period. 


THE STOCK EXCHANGE. The advance in the prices of shares, noted 
in March, has continued during the whole of the second quarter at a still 
more rapid pace. The average level for all shares rose during the quarter, 
according to the Unitas index, by no less than 76%, while the corresponding 

All shares quoted , : 
fn Stock Ex- increase for industrial shares was 89%, for bank shares 31% and for 
sharply. § Shipping shares 26%. During July & very strong advance was observed: 
bank shares 37%, shipping shares 62%, industrial shares 83°% and all shares 
76% on an average. This rise caused a falling reaction at the end of August. 

A relatively considerable purchasing interest prevailed so that the total 
turnover of the Helsinki Stock Exchange for the quarter amounted to 318 
million marks against only 187 for the preceding quarter and 117 for the 
second quarter of 1944. 


Price index for shares; level in 1935 = 100 Change 


1939 1942 1943 1944 1945 1945 1945 during 
July July July July April May June  quarter,% 


Bank shares 29 f22 @32 23 B34 197 60 +31 
Industrial shares 148 314 319 «©6287 383 449 = 609 + 89 
General index 137 2f2, 2640S 24S ZO) RST 4S7 +76 
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POHJOISMAIDEN YHDYSPANKKI 


AB 


NORDISKA FORENINGSBANKEN 


BALANCE SHEET JUNE 30, 1945 


LIABILITIES Finnish Marks 








I a véoasn ie sanecsscdecesncs $40,000,000: — 
EEC bakdncud swctucascoteatese 470,000,0Cc0: — 
CE EOE since cksaccavscecussné 10,716,215: 05 
BE a civ edi-nk nn0euebasaeccad speeds $515 2,323,428: 05 
Ce I v awacckcaeescdeesadeenebe 4,009,85 1,015: §5 
Credit Institutions in Finland .........0000: 815,331,403: 45 
Foreign Corres PT nase ce kseetaes eOaes 218,793,278: — 
SE. FE en on Hood het ecenceccines 15,450,295: 30 
SE I Sh ce dianccdawe duns connnds _ $ $0,626,760: 30 
TONE ix. 66 6a 0 00% F640 008s in be 0a nth 04 Or 93,228,592: 75 

Fmk 12,016,3 20,988: 65 

ASSETS Finnish Marks 

Cash in hand and with Bank of Finland ...... 1,03 7,186,662: 35 
Credit Institutions in Finland ........000005 2,000,000: — 
Foreign Correspondents ....cccsccscccscoses 45,707,091: Io 
Dinuie bbntuakabansknecasesaevaninaws 2,016,445,283: 60 
BE fancies buh ebededesavas sSucckeandts 4,5 66,043,926: 55 
CNG bade taicak wad tdnenehewetan 795,779,928: 95 
Government and other Bonds .......00000000: 2,727,212,65 3: 65 
Be GEE ck ebe c end ce cada Sekeusene 91,783,826: 10 
Sundry Accounts ...... bse dehand gh aecker een 734,161,616: 35 

Fmk 12,016,3 20,988: 65 


























NUMBER OF DEPOSITS 

in 
POHJOISMAIDEN YHDYSPANKKI — 
NORDISKA FORENINGSBANKEN 


Increase 1928 — 1944 128 % 





293,000 





1928 1930 1932 1934 1936 1938 1940 1942 1944 


The average deposit amount for 1944 was 15,500 mk. 








Helsingfors 1945 - Centraltryckeriet 
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